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KEY ECONOMIC INDICATORS: HONG KONG 
IN MILLIONS OF U.S. DOLLARS, UNLESS NOTED 


DOMESTIC ECONOMY 
Popul ation (millions) 
Population growth (%) 
GDP in current dollars 
Per capita GDP, current dollars 
GOP in local currency (1980=100) % change 
Consumer Price Index (A) % change 


PRODUCTION AND EMPLOYMENT 
Labor force (1,000s) 
Unemployment (avg. % for year) 
Industrial production (local 
currency base 1981=100) % change 
Govt. oper. surplus or deficit as % of GDP 


BALANCE OF VISIBLE TRADE 
Exports (F.0.B.) 
Imports (C.1.F.) 
Visible trade bal ance 
Foreign direct manufactured investment (new) 
External public debt (at end-March of the year 
Debt-service paid 
Debt-service owed 
Debt-service ratio as % of merchandise exports 
Foreign exchange reserves (year end) 
Average exchange rate for year (X=U.S. $1.00) 


FOREIGN MANUFACTURING INVESTMENT 
Total (cumul ative) 
U.S. (cumulative) 
U.S. share (%) 


«S.-HONG KONG TRADE 
U.S. exports to Hong Kong (F.A.S.) 
U.S. imports from Hong Kong(C.1.F.) 
Trade bal ance 
U.S. share of Hong Kong's exports (%) 
U.S. share of Hong Kong's Imports (%) 
U.S. bilateral aid 

Economic 

Military 


PRINCIPAL U.S. EXPORTS (1985): 


1984 


+1.0 
31,930 
5,953 

49.3 

+8.1 


2,627 
+3.8 


+15.9 
-4.0 


28,324 
28,571 
-247 
463.8 
) 49.9 
N.A. 
N.A. 
N.A. 
N.A. 
7.818 


|, 466 
787 
53.7 


3,118 
9,399 
6,281 
33 

1 


N.A. 
N.A. 


1985 


+5 
34, 2€1 
6,258 

+0.8 

+3.2 


2,621 


30, 183 
29,704 
+479 
46.8 
169.0 
N.A. 
N.A. 
N.A. 
N.A. 
7.791 


1,518 
810 
53.4 


2,810 
9,292 
6,482 
3| 

9 


N.A. 
N.A. 


Ist Half 


14,512 
14,477 
+35 
N.A. 
N.A. 
N.A. 
N.A. 
N.A. 
N.A. 
7.790 


1,487 

4,216 

-2,729 
29.1 
10.3 


N.A. 
N.A. 


Ist Half % Change 
Ist Half 


1985/86+ 


15,169 
15,800 
“631 
N.A. 
N.A. 
N.A. 
N.A. 
N.A. 
N.A. 
7.806 


1,377 
4,735 
3,358 
31.2 
8.7 


“7.4 
+12.3 


1.2 
=(5.5 


N.A. 
N.A. 


N.A. 
N.A. 


Elec. machinery, office machines, tobacco manufactures, vegetables 


& fruit & transport equipment 

Garments, electronics, elec. machinery, plastic toys & dolls & 
watches & clocks 

Hong Kong Government Census & Statistics Department 


PRINCIPAL U.S. IMPORTS (1985): 


Source: 


Note: (+) Calculated in HK$ terms; (N.A.) Not applicable; (*) Ist quarter 1986 data 





SUMMARY 


Following sluggish growth in 1985, the Hong Kong economy 
rebounded sharply during the first half of 1986. Domestic 
exports jumped by 8 percent in real terms, unemployment and 
inflation remained low, and the Hong Kong dollar remained 
stable against the U.S. dollar under the linked exchange rate 
system. As a result, the Hong Kong Government revised its 
earlier forecast of the real growth rate of gross domestic 
product (GDP) upward from 4.5 percent to 5.6 percent for 1986. 


Domestic exports to all major markets, apart from China, grew 
in the first half of 1986. The depreciation of the U.S. dollar 
and, consequently, the Hong Kong dollar, which is linked to it, 
contributed substantially to the recovery in domestic exports. 
However, domestic exports to China, Hong Kong's largest trading 
partner in 1985, slumped as a result of China's tightening of 
control over its foreign exchange reserves. Re-exports, which 
accounted for 45 percent of Hong Kong's total exports during 
this period, showed no growth in real terms vis-a-vis the same 
period in 1985. 


Private consumption demand improved in the first half of 1986 
compared with the first six months of 1985, although investment 
demand, as indicated by a 5 percent drop in retained imports of 
capital goods, declined during this period. On the other hand, 
retained imports of consumer goods and foodstuffs grew in real 
terms by 10 percent and 13 percent, respectively. The property 
market remained active during the first six months of 1986 due 
to increases in real incomes, buoyant export performance, and 
declining interest rates. 


The United States remains by far Hong Kong's most important 
overseas market, and the territory ranks as America's tenth 
largest trading partner. During the first half of 1986, the 
United States absorbed 43 percent, or $3,566 million, of the 
territory's total domestic exports, valued at $8,375 million. 


Although the bilateral trade balance is greatly in favor of 
Hong Kong, U.S. firms can benefit from Hong Kong's industrial 
diversification efforts by aggressively pursuing its open 
market. Opportunities also exist in Hong Kong's expanding 
services sector. Best prospects for U.S. exports to Hong Kong 
include office equipment, computers and software, hospital 
equipment, food processing and packaging technology, 
telecommunications equipment, hotel equipment, electronic 
components and parts, agricultural produce, and textile fabrics 
and raw materials. 


The outlook for 1986 remains bright as high and balanced: growth 
with low inflation continues to characterize the Hong Kong 
economy over the short term. End Summary. 





PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


ECONOMIC SETTING AND GROWTH: Because of its small size, fine 
Natural harbor and limited natural resources, the Hong Kong 
economy is highly dependent on trade with the rest of the 
world. In 1985 the total value of visible trade (including 
domestic exports, re-exports and imports) amounted to 176 
percent of the territory's gross domestic product (GDP). 
Between 1975 and 1985, the average annual growth rate of 
domestic exports in real terms was about 10 percent. Asa 
result, Hong Kong ranks among the world's premier trading 
economies. 


The manufacturing sector is the mainstay of the Hong Kong 
economy, accounting for approximately 25 percent of the gross 
domestic product and 35 percent of total employment. Up to 90 
percent of Hong Kong's manufacturing output is eventually 
exported. Manufacturing is concentrated in light industries, 
most notably textiles and apparel, electronics, plastic 
products, toys and watches and clocks. Last year these 
industries collectively accounted for 67 percent of the total 
industrial work force and 78 percent of the territory's total 
domestic exports. 


Following a lacklustre performance in 1985, the Hong Kong 
economy rebounded sharply during the first half of 1986, 
propelled by strong export-led growth which jumped eight 
percent during the first six months of 1986 (1 percent in the 
first quarter and 14 percent in the second quarter) over the 
same period in 1985. As a result, the Government revised 
upward its earlier forecast of real GDP growth from 4.5 percent 
to 5.6 percent. Even this latter figure is, in fact, likely 

to be exceeded because Hong Kong's economy is currently (fourth 
quarter) growing at a significantly faster pace. 


FOREIGN TRADE: 


DOMESTIC EXPORTS: The value of domestic exports in the first 
half of 1986, at $8,375 million, was 8 percent higher in real 
terms than in the first half of 1985. Strong demand for 
exports in all major overseas markets, with the exception of 
China, together with the depreciation of the Hong Kong dollar 
against most major currencies, contributed heavily to Hong 
Kong's economic growth during this period. 


The United States remained Hong Kong's largest market for 
domestic exports, accounting for about 43 percent of the total 
value of the territory's domestic exports. Reaching $3,566 
million during the first half of 1986, the value of domestic 
exports to the United States grew by about 5 percent in real 
terms. Among the major product categories, the value of 
domestic exports of clothing (accounting for about 42 percent 
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of total domestic exports to the U.S. market) and watches and 
clocks (accounting for 6 percent) grew in real terms, while 
that of electronic components (accounting for 6 percent) and 
domestic electrical appliances (accounting for 5 percent) 
decreased. Similarly, the value of domestic exports was up 

29 percent in West Germany, 12 percent in Japan and 7 percent 
in Britain. Apart from improved demand for Hong Kong's 
products, the depreciation of the Hong Kong dollar contributed 
to the improvement in the competitiveness of Hong Kong's 
products in these markets during January-June 1986. In 
contrast, the value of domestic exports to China -- Hong Kong's 
second largest market with an 11 percent share of the 
territory's total domestic exports -- fell by 9 percent in real 
terms to $941 million. The drop was primarily attributable to 
China's tightening of control over its foreign exchange 
spending. 


For the remainder of the year, real growth of domestic exports 
to Hong Kong's major markets is likely to continue at a high 
rate. While exports to the U.S. will continue to grow, exports 
to Japan and the EEC will increase at a relatively more rapid 
rate as a result of currency alignments and as economic growth 
in major European countries continues to improve in the second 
half of 1986. 


RE-EXPORTS: Although the value of re-exports in the first half 
of 1986, at $6,793 million, was 1 percent higher than in the 
corresponding period in 1985, the percentage share of re-exports 
as a component of total exports declined from 47 percent to 

45 percent. Re-exports consisted mainly of raw materials, 
semi-manufactures and consumer goods. China continued to be 

the largest market for Hong Kong's re-exports, taking 33 percent 
of the total. China also remained the most important source of 
goods re-exported through Hong Kong (40 percent of the total). 
Other major markets for Hong Kong's re-exports were the United 
States (17 percent), Japan (5 percent), Taiwan (5 percent) and 
the Republic of Korea (5 percent). 


IMPORTS AND RETAINED IMPORTS: Due to its deficiency in natural 
resources, Hong Kong relies heavily on imports of raw materials 
and semi-manufactures, foodstuffs, consumer and capital goods. 
The value of imports in the first half of 1986, at $1,579 
million, was 9 percent higher than in the first half of 1985; 
in real terms, the growth rate was about 5 percent. China 
remained the most important source of Hong Kong's imports, 
accounting for 28 percent of the total value of imports in the 
first half of 1986. During this period, imports from China 
were 41 percent higher in real terms than in the same period 
last year. On the other hand, imports of Japanese goods, the 
prices of which have soared due to the depreciation of the Hong 
Kong dollar against the yen, fell 6 percent in the first half 
of 1986 compared to the first six months of the previous year. 
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Imports from the United States, principally office machines and 
computers, electrical machinery and appliances, and textile 
fibers, fell 6 percent in real terms to $1,370. 


During January - June 1986, retained imports of consumer goods 
grew by 10 percent in real terms and retained imports of 
foodstuffs rose by 13 percent. Total domestic demand during 
this period was dampened somewhat by weak investment demand, as 
indicated by a 5 percent decline in real terms in retained 
imports of capital goods, mainly in transport equipment, office 
machines, and telecommunications equipment. 


BALANCE OF VISIBLE TRADE: Since total imports into the 
territory grew faster than total exports, the visible trade gap 
shifted significantly from a surplus of $36 million in the first 
half of 1985 to a deficit of $631 million in the first half of 
1986. Providing exports remain strong, a small trade deficit 

of between $250 - $300 million is likely for 1986 as a whole. 


LABOR 


Hong Kong possesses a resourceful and energetic work force of 
about 2.7 million (quarter ending June 1986), consisting of 
approximately two-thirds males and one-third females. 
Manufacturing, wholesale and retail trade, restaurants and 
hotels account for nearly 60 percent of the total work force. 
The unemployment and underemployment situation remained stable 
during the first half of 1986. The seasonally adjusted 
unemployment rate in the second quarter of 1986 was 3 percent, 
compared with 3.2 percent in the previous quarter and 

2.9 percent in the same period last year. The underemployment 
rate, at 1.9 percent in the second quarter, was higher than the 
corresponding rate of 1.5 percent in the second quarter of 1985 


but lower than the 2.3 percent recorded in the first quarter of 
1986. 


Reflecting the lagged effect of a strong recovery in domestic 
exports beginning at the end of 1985, employment in the 
manufacturing sector improved slightly (0.1 percent) in June 
1986 compared with June 1985. During the twelve months ending 
June 1986, cumulative employment in the services sector 
increased by 4 percent, reflecting the growing importance to 
GOP of this sector vis-a-vis manufacturing. 


INFLATION 


The inflation rate remained low in the first half of 1986. 

As measured by the Consumer Price Index, the rate of inflation 
dropped marginally from 2.6 percent in the first quarter to 
2.5 percent in the second quarter of the year, primarily as a 
result of reduced oil prices. The weakness of the Hong Kong 
dollar against other major currencies will exert some mild 





inflationary pressure on the economy, a trend that is likely to 
continue into the second half of 1986, yielding a year-end rate 
of perhaps 2.7 percent. 


MAJOR INDUSTRIAL SECTORS 


TEXTILES AND APPAREL: The textiles and clothing industries are 
Hong Kong's largest. Together they employ about 42 percent of 
the total industrial labor force, and their output comprises 
over 40 percent by value of total domestic exports. Domestic 
exports of apparel and clothing accessories in the last half of 
1986 increased by 10 percent in real terms to $2,834 million, 
while those of textile yarn and fabrics jumped by 25 percent to 
$574 million. Business in this sector improved as a result of 
increased orders from and European and U.S. markets. The 
United States remains by far Hong Kong's largest market, taking 
approximately 46 percent of the territory's total domestic 
exports of textiles and apparel. During the last half of this 
year, Hong Kong's textiles and apparel exports to the U.S. rose 
7 percent. The value of exports of textiles and apparel to 
West Germany and Britain increased by 29 percent and to China 
by 52 percent. In anticipation of potentially increased 
barriers to trade in textiles and apparel in major overseas 
markets, some large Hong Kong entrepreneurs have recently 
shifted a portion of their production of quota goods to 
countries where these products are not currently under 


restraint, e.g. England, Ireland, Mauritius, Sri Lanka and the 
Philippines. 


ELECTRONICS: The electronics industry is the second largest 
export earner among Hong Kong's manufacturing industries. 

After experiencing a 15 percent decline in 1985 vis-a-vis 1984, 
exports of electronics, principally of toys, audio goods and 
sophisticated telephone equipment, began to turn around in the 
second quarter of 1986, resulting in a 5 percent increase 
compared to the same period last year. With increased export 
orders for Christmas delivery, recovery should continue. 


CLOCKS AND WATCHES: The clock and watch industry has become 
the territory's third largest industry and enjoyed 22 percent 
real growth in the first half of 1986 vis-a-vis the 
corresponding period in 1985. Sales to the U.S. and China 
dominated. The United States remained the largest market, 


absorbing 35 percent of the territory's total clock and watch 
exports. 


The current strength of the yen has made watch parts and 
components imported from Japan more costly. These are used by 
local manufacturers for assembly into final products for 
export. The export outlook for the remainder of the year for 
clocks and watches remains healthy, however, since Chinese 
demand remains strong. 





THE FINANCIAL SECTOR 


During the first half of the year, the rate of exchange of the 
Hong Kong dollar against the U.S. dollar remained close to the 
pegged rate of HK $7.80 to US $1 which was established in 
October, 1983. Except for a short period in late April when 
increased demand for Hong Kong dollars arose as a result of the 
flotation of Cathay Pacific shares, the Hong Kong dollar rate 
generally remained slightly above HK $7.80, with interest rates 
in Hong Kong slightly below those of U.S. Following the 
movement of the U.S. dollar, the linked Hong Kong dollar 
depreciated against other foreign currencies in the first half 
of 1986. As of the end of June 1986, the trade-weighted 
exchange rate index of the Hong Kong dollar was 65.4, compared 
with 70.6 at the end of 1985, indicating weakening of the 
average position of the Hong Kong dollar against the currencies 
of its major trading partners. 


DEPOSITS: During the first six months of 1986, deposits (all 
currencies) in banks grew by 12.4 percent, while those with 
deposit-taking companies (DTCs) declined by 3.2 percent. This 
reflected the relatively better rates of interest offered by 
banks compared to those offered by DTCs. At the end of June, 
1986 Hong Kong had 149 licensed banks, compared to 143 at the 
end of 1985. The number of registered deposit-taking companies 
fell from 278 at the end of 1985 to 266 by the end of June, 
1986. 


Hong Kong dollar deposits continued to grow (by 3.9 percent) 
during the first half of 1986, albeit at a slower rate than 
during the previous year. The slower growth rate was partly 
due to the rapid increase in foreign currency swap deposits, 
which grew by 24.4 percent from January - June 1986. The more 
attractive interest rates offered for some foreign currency 
deposits vis-a-vis Hong Kong dollar deposits undoubtedly led 
depositors to switch deposits. 


MONEY SUPPLY: The slower growth in Hong Kong dollar deposits 
during the first half of 1986 led to a slow-down in the growth 
of the Hong Kong dollar money supply. Although the growth 
rates of the foreign currency components of the money supply 
were higher, total money supply, except total M2, grew at a 
slower rate than during the corresponding period in 1985. As 
the economy improved during the first half of 1986, demand for 


loans picked up, growing by 8 percent in the twelve months 
ending June, 1986. 


STOCK MARKET: With the opening of the Unified Stock Exchange 
on April 2, greater sophistication and efficiency was injected 
into the local stock market. More comprehensive regulatory 
requirements were also introduced to provide greater investor 
protection. Total turnover on the four exchanges amounted to 
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$4,673 million in the first half of 1986, a 12 percent increase 
over the previous six months. 


THE PROPERTY MARKET 


The property market remained active in the first half of 1986, 
although the rates of increase in prices and rentals slowed 
compared with the previous year. Completions of new property 
developments in the January - June 1986 period were generally 
lower than a year earlier. Firm commitments for new develop- 
ments increased by 46 percent in the first half of 1986 
compared with the corresponding period in 1985. This increase 
was greater for commercial and industrial property than for 
residential property. 


PART B -- IMPLICATIONS FOR THE UNITED STATES 


Hong Kong has long maintained an open market policy, which 
applies to trade in goods and services, financial flows and 
investment. 


Hong Kong continues to serve as an important conduit for 
re-exports of products traded among China, Southeast Asia, and 
the Western industrialized nations. In addition, demand is 
strong in Hong Kong for new, sophisticated imports, including 
U.S. products. Indeed, Hong Kong's per capita consumption of 
imports from the U.S. far exceeds that of imports from the 
European Community, Japan or Australia. 


Currently there are over 800 U.S. firms operating in Hong Kong 
and thousands more are represented locally by agents and 
distributors. Hong Kong's domestic market opportunities, the 
territory's important role in regional and China trade, and the 
uniquely open commercial and investment environment have acted 
as a magnet for American firms. American interests control 


some 54% of the foreign investment in manufacturing in Hong 
Kong. 


American exports to Hong Kong fall into several distinct 
categories: (1) agricultural products; (2) capital and 
consumer goods destined for the Hong Kong market; (3) goods and 
components sent to Hong Kong for value-added processing and 
re-export (usually back to the USA), and (4) goods which 
transit Hong Kong as re-exports to other markets, notably 
Southeast Asia and China. 


Hong Kong's attractiveness as a regional financial and 
marketing center, with excellent communications and 
transportation links, make it among the most competitive 
commercial arenas in the world. 
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The success of American companies depends heavily on their 
products and technology, but equally on their ability to 
structure their marketing efforts to address the needs and 
preferences of Hong Kong's customers. The U.S Departments of 
Commerce and Agriculture stand ready to assist American 
companies seeking to penetrate the Hong Kong market. 


BEST SALES PROSPECTS 


Hong Kong is an important and growing market for American foods 
and agricultural commodities. U.S. exports of agricultural 
products to Hong Kong totaled $388 million in 1985 - up from 
$206 million in 1976. In the first half of 1986, U.S. agri- 
cultural exports to Hong Kong amounted to $190.6 million, 
compared to $180.3 million in the same period in 1985. Hong 
Kong consumes more than $50 worth of U.S. agricultural products 
per person each year. Hong Kong's total imports of food and 
commodities (such as tobacco, cotton and furskins) amount to 
$3.6 billion per year (1985). Of this amount, over $3 billion 
is in the form of value-added/high value agricultural products, 
making Hong Kong the second largest value-added market in the 
Pacific Rim. The best opportunities for U.S. agricultural 
products will continue to be fruits and vegetables, poultry, 
eggs, meat and meat products, ginseng, tobacco, wheat, 
furskins, and other high-value food products. 


Demand for office automation equipment, particularly computers 
and, increasingly, computer software continues to be strong. 
During the past two years, over $300 million worth of computers 
and peripherals entered the territory, and more than $170 
million worth of re-exports passed through the hands of Hong 
Kong agents and distributors. Software has also achieved 
dynamic growth in recent years. 


Similarly, prospects remains bright for sales of telecommuni - 
cations equipment to Hong Kong. Recently, the market has 
expanded in response to new franchises offered by the Hong Kong 
Government for cellular telephone and cable television services. 
The expansion of telecommunications facilities in China's 
Guangdong Province (and to a lesser extent in other Chinese 
centers) has also made Hong Kong an increasingly important base 
for telecommunications suppliers. 


Hong Kong's service industries continue to grow in importance. 
There are currently 15 hotels under construction, which are due 
to be completed by 1989. Exports of hotel equipment and 
supplies have benefitted as a result. The Hong Kong 
Government's program for additional medical services in the 
next decade envisages the construction of four major Government 
hospitals. The market for hospital and physical therapy 
equipment is expected to show an average annual growth rate of 
seven percent through 1989. 





Hong Kong also shows potential for companies offering franchised 
representation in services. Led by fast food franchises, which 
are expected to grow by 15 percent a year in the next 3-5 years, 
Hong Kong has also welcomed convenience stores, courier and dry 
cleaning services. Other franchise prospects include computer 
training services, medical services, educational/training 
services, photo services, travel services, and health spas. 


As a manufacturing and processing base, Hong Kong ranks among 
the top Asian industrial centers. Imports of capital equipment, 
supplies and components from the U.S. play an integral role in 
the vitality of these industries. Hong Kong's imports of 
electronic components from the United States, for example, 
totalled $475 million in 1985 out of a total import market of 
$1.5 billion. Hong Kong's textiles industry imports over 

$6 billion worth of raw materials each year. Although the 
current U.S. market share is low, (less than 3 percent) 
polyester fibers, yarn and fabrics, woolen fabrics and denim 
have increased in popularity; and Hong Kong manufacturers are 
showing renewed interest in U.S.-made fabrics, particularly as 
Japanese imports are now less attractive due to the strong Yen. 


Hong Kong's important role in reprocessing goods for re-export 
is reflected in the demand for U.S. food processing and 
packaging equipment. End-user confidence in American products 
and technology in Hong Kong is high, especially for sophis- 
ticated processes such as quick refrigeration and high-speed 
bottling. 


INVESTMENT OPPORTUNITIES 


U.S. firms collectively constitute the single largest source of 
foreign investment in Hong Kong, followed by China and Japan. 
Although estimates vary widely depending on source, the 
Consulate General believes that total U.S. investment in Hong 
Kong today approaches $6 billion. 


Foreign investments in Hong Kong are concentrated in three 
areas: 1) sales to the domestic market; 2) use of local 
manufacturing facilities to process goods for re-exports ( e.g. 
to China and the U.S.); and 3) use of Hong Kong's excellent 
infrastructural and free and open business environment as a 
base for a regional sales presence. There are promising areas 
for U.S. investment in both commercial and industrial markets. 
For example, U.S. firms offering financial services and, more 
recently, legal services have blossomed in Hong Kong. Others, 
such as insurance, have also found market acceptance. 


In the manufacturing sector, the electronics, textiles and toy 
industries continue to attract investment, and manufacturing of 
electronic components and sub-assemblies has developed rapidly. 
Other promising areas for investment include manufactured 





consumer products, telecommunications equipment, light 
materials manufacturing, electronic data processing machines 
and consumer appliances. 


Among the inducements for investing in Hong Kong are a skilled 
labor force, an established code of commercial law, excellent 
communications and transportation links, enforced protection 
for intellectual property and government policies which favor 
free and open trade and investment. 


Disadvantages for foreign investors include the high cost of 
office and residential space, over-crowding and strained, 


albeit excellent, infrastructural facilities, particularly in 
the transport sector. 


CHINA DIMENSION 


China's open door policy, initiated in 1979, and the resulting 
increase in foreign trade opportunities have increased the 
importance of Hong Kong as an entrepot for China trade in 
recent years. Last year over 15 percent of China's U.S. 

$70 billion in total foreign trade passed through the 
territory. In the first half of 1986, another $5 billion in 
China trade flowed through Hong Kong, roughly the same portion 
as in the same period the previous year. 


For American firms operating in China, Hong Kong has been the 
Single most important entrepot for trade. Over 25 percent of 
total trade between China and the United States passed through 
Hong Kong in 1985, and nearly 30 percent, or U.S. $1.2 billion, 
in the first six months of 1986. Similarly, China has relied 

on Hong Kong for its exports to the United States, transshipping 
U.S. $1.4 billion in goods, or about 33 percent of all Chinese 
exports to the United States, in 1985. This share has grown to 
nearly 40 percent, or about U.S. $1 billion in goods, in the 
first half of 1986. 


Although China has become much more accessible to foreign 
businessmen in recent years, many continue to rely on Hong Kong 
as a base of operations, particularly because of its 
well-developed capital markets. China's open door policy, 

the burgeoning of offices representing Chinese industrial, 
financial, trading and provincial interests (some 600 
China-based companies are thought to be operating in Hong Kong 
today), the territory's proximity to two of China's Special 
Economic Zones, and its close economic and commercial ties with 
the Pearl River Delta region ensures that Hong Kong will 


continue to play a pivotal role in China's trade and investment 
picture. 
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